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The  in fo rm a tio n  c o n ta in e d  in  th is  re p o r t has been p repa red  fro m  sources cons id e red  re lia b le , b u t its  a ccu ra cy  is n o t guaran teed  b y  us 
and is N O T  necessarily  a c o m p le te  su m m a ry  o f a ll ava ila b le  m a te ria ls  on th e  su b je c t. O p in io n s  expressed he re in  d o  n o t necessarily  re f le c t 
In s t i tu te  p o lic y .  R e p ro d u c t io n  o f these m a te ria ls  w ith o u t  p r io r  a p p ro va l o f the  A IC P A  is p ro h ib ite d .
1DEPARTMENT OF DEFENSE
Recommendations made by th e  P r e s id e n t 's  B lue Ribbon Commission on D efense Management,
a l s o  known a s  th e  Packard Commission, have been  in c o rp o ra te d  in  amendments
proposed by th e  Defense A c q u is it io n  R egu lato ry  C ouncil (see th e  3 /23/87  Fed. Reg., 
pp. 9 1 8 7 -8 9 ). The p ro p o se d  r u l e  p r o v id e s  g u id a n c e  f o r  th e  e s t a b l i s h m e n t  o f  
d e fe n s e  c o n t r a c t o r  e t h i c a l  b u s in e s s  p r a c t i c e s  and th e  c o n d i t io n s  u n d e r w h ich  a  
c o n tra c to r  may be suspended o r  d isb a rre d . The r u le  r e q u ire s  c o n tra c to r s ,  a s  p a r t  
o f  t h e i r  management c o n tro l system , to  e s ta b l i s h  w r i t t e n  codes o f  b u s in e ss  e th ic s  
and  an  e t h i c s  t r a i n i n g  p ro g ram , t o  p r o v id e  a  m echanism , su ch  a s  a  h o t l i n e ,  f o r  
em ployees to  r e p o r t  su sp ec ted  im proper b u s in e s s  conduct and to  u n d ertake  in te r n a l  
and e x te r n a l  a u d its .  The d e fen se  p ro p o sa l a ls o  would a llo w  a  d e b a rrin g  o f f i c i a l  
t o  c o n c lu d e  t h a t  a  c o n t r a c t o r  sh o u ld  n o t  be  d e b a r r e d  f o l lo w in g  a  f e lo n y  
c o n v ic tio n  where th e  f irm  had e f f e c t iv e  rev iew  and c o n tro l  p rocedures in  p la c e  a t  
th e  tim e  th e  m isconduct o ccu rred , made t im e ly  d is c lo s u re , co o p era ted  f u l l y  w ith  
th e  governm ent and h a s  made r e s t i t u t i o n .  Comments a re  due b e fo re  5 /22 /87 . For 
f u r th e r  in fo rm a tio n  c o n ta c t C h arles  Lloyd a t  th e  DAR C ouncil a t  202/697-7266.
FEDERAL DEPOSIT INSURANCE CORPORATION
A p i l o t  program  in v o lv in g  th e  u se  o f  p u b lic  acco u n tin g  f irm s  t o  supplem ent th e  FDIC's
f i e l d  ex am ination  s t a f f  was approved b y  th e  a g e n c y ’s  B oard  o f  D i r e c to r s .  In  an
a d d re s s  b e f o r e  th e  Bank A d m in is t r a t io n  Annual Bank A u d ito rs  Conference 3 /25 /87 , 
FDIC Chairman L. W illiam  Seidman s a id  t h a t  th e  Board had s e le c te d  A rthur Young & 
Go. and A rth u r Andersen & Co. to  p a r t i c ip a t e  in  th e  p r o je c t ,  which i s  in ten d ed  to  
d e te r m in e  w h e th e r  p r i v a t e  a c c o u n ta n ts  f e a s i b l y  can  be  u sed  t o  h e lp  re d u c e  th e  
FDIC’s  exam ination  back log . J o in t  t r a in in g  fo r  th e  p e rso n n e l from th e  f irm s  and 
th e  FDIC w i l l  s t a r t  4 /2 0 /8 7 , Seidman sa id , a f te rw h ic h  acco u n tan ts  w i l l  be w orking 
in s id e  banks w ith  FDIC exam iners in  th e  D a lla s  and Kansas C ity  Regions. Seidman 
s a i d  th e  a g e n c y 's  g o a l  i s  t o  " a t t r a c t  w id e s p re a d  i n t e r e s t  from  a l l  s i z e s  o f  CPA 
f irm s  t h a t  have ex p erien ce  w ith  f in a n c ia l  in s t i tu t io n s ."  Seidman a ls o  in d ic a te d  
t h a t  th e  agency was e x p lo rin g  th e  ad o p tio n  o f  a  new re g u la t io n  re q u ir in g  an annual 
in d e p e n d e n t  a u d i t  f o r  some o f  t h e  b an k s  u n d e r  i t s  j u r i s d i c t i o n .  "Our c u r r e n t  
th in k in g  i s  t h a t  banks o v e r a  c e r t a in  s iz e , say  $50-60 m il l io n  o r  more in  a s s e ts ,  
should  have a  fu l l - s c o p e  o p in io n  a u d it"  he  s a id . A l im i te d  exam ination  m ight be 
re q u ire d  f o r  s m a lle r  i n s t i t u t i o n s ,  he  added.
BUSINESS ADMI NIS TRATION
The sam ple a u d i to r ’s  r e p o r t  language co n ta in ed  in  a  f i n a l  r u le  on "Accounting
S tan d ard s  and F in a n c ia l  R eporting  R equirem ents f o r  Sm all B usiness In vestm en t
C om panies" a d o p te d  by  t h e  SBA in  A u g u st, 1986 in c lu d e s  some lan g u ag e  t h a t  i s
in c o n s is te n t  w ith  re c e n t a u d it in g  l i t e r a t u r e  r e l a t i n g  to  supplem entary  in fo rm a tio n  
and t o  t h e  u n c e r t a i n t y  in  v a lu in g  c e r t a i n  s e c u r i t i e s  ( s e e  th e  8 /2 8 /8 6  F ed . Reg., 
pp. 30750-806). The s t a f f  o f  th e  SBA has inform ed th e  AICPA’s W ashington O ffice  
t h a t  independent a u d ito rs  should  subm it th e  form  o f  th e  a u d i to r 's  r e p o r t  t h a t  i s  
c o n s is te n t  w ith  c u r re n t  a u d it in g  l i t e r a t u r e  in  reg a rd  t o  th e se  tw o a re a s , and th a t  
fu tu re  r e v is io n s  to  th e  ru le  w i l l  r e f l e c t  th e  a p p ro p r ia te  language. For f u r th e r  
in fo rm a tio n  c o n ta c t Mr. Thomas C. Bresnan a t  th e  SBA a t  202/653-6389.
2Nine one-day co n fe ren ces  a re  t o  be h e ld  by th e  S m all B usiness A d m in is tra tio n  (SBA) fo r
women b u s in e ss  ow ners, w hich a re  d esigned  t o  im prove th e  f in a n c ia l  management 
s k i l l s  o f  new women e n t r e p r e n e u r s .  A c co rd in g  t o  t h e  SBA, a  l a c k  o f  f i n a n c i a l  
m anagem ent e x p e r t i s e  w as i d e n t i f i e d  a s  th e  m a jo r  c o n c e rn  o f  a  m a j o r i t y  o f  th e  
28 ,000  women a t t e n d in g  w om en's b u s in e s s  o w n e rsh ip  c o n fe re n c e  i n  1983-84 . The 
"F in a n c ia l D ecision  Making" co n ference  w i l l  f e a tu re  P a t r i c i a  H arriso n , founder and 
p re s id e n t  o f  th e  W ashington, D.C.-based N a tio n a l Women's Economic A llia n c e , a s  th e  
k e y n o te  s p e a k e r .  O th e r  s p e a k e rs  in c lu d e  M arg ie  T in g le y , fo u n d e r  o f  t h e  San 
A n to n io , F lo r id a - b a s e d  T in g le y  S y s te m s , I n c . ,  a  $20 m i l l i o n  c o m p u te r  s o f tw a r e  
f i r m ;  Jam es C u rra n , p r e s i d e n t  o f  T r a v e le r s  C ash M anagem ent S e r v ic e s ;  K aren  
A m rhine, d i r e c t o r  o f  C o rp o ra te  C o m m u n ica tio n s , t h e  CIT G roup; and  th e  r e g io n a l  
p re s id e n t  o f  Comprehensive A ccounting C orpo ra tion . The co n fe ren ces  w i l l  be  h e ld  
in  E ugene, OR on 5 /9 /8 7 ;  O v e rla n d  P a rk , KS on  5 /2 1 /8 7 ;  T u sco n , AZ on 5 /2 8 /8 7 ;  
C heyenne, WY on 6 /1 /8 7 ;  A lbany , NY on 6 /3 /8 7 ;  New O r le a n s , LA on 6 /9 /8 7 ;  
F ram ingham , MA on 6 /1 1 /8 7 ;  R ichm ond, VA on 6 /1 5 /8 7 ;  and  C o lle g e  P a rk , GA on 
6 /19 /87 . There i s  a  $50 n o n -refu n d ab le  p r e r e g i s t r a t io n  fee . A $55 r e g i s t r a t i o n  
f e e  w i l l  be  r e q u i r e d  th e  m o rn in g  o f  t h e  c o n fe re n c e ,  b u t  a d m is s io n  c a n n o t b e  
g u a ra n te e d , th e  ag en cy  s a id .  Lunch i s  in c lu d e d  i n  t h e  f e e .  F o r f u r t h e r  
in fo rm a tio n  o r  in fo rm a tio n  abou t r e g i s t r a t i o n  c o n ta c t  a  s t a t e  SBA o f f ic e  o r  SBA's 
Answer Desk t o l l  f r e e  te lep h o n e  numbers 800/368-5855.
SECURI TIES AND EXCHANGE COMM ISSION
The Commission on 4 /3 /8 7  re le a s e d  f o r  p u b lic  comment a  p rop o sed  r u le  r e q u ir in g
m andatory p e e r  rev iew  fo r  CPA f irm s  c e r t i f y in g  f in a n c ia l  s ta te m e n ts  f i l e d  w ith  th e  
Commission (see  th e  3 /30 /87  Wash. R pt.). The p ro p o sa l i s  expec ted  t o  be p u b lish e d  
i n  t h e  F e d . Reg, on 4 /8 /8 7  o r  4 /9 /8 7 .  Comments on th e  r u l e  a r e  due  90 d a y s  from  
t h a t  d a te . For f u r th e r  in fo rm a tio n  c o n ta c t John Heyman o r  R obert E. Burns a t  th e  
SEC a t  202/272-2130.
SPECIAL: AICPA COMME NTS ON BANKING ADDRESSED: NEW COMMENTS SUBM IT TED
Responding to  AICPA concern  o v er a  l e g i s l a t i v e  p ro v is io n  m andating acco un ting
p r i n c i p l e s  i n c o n s i s t e n t  w ith  g e n e ra lly  accep ted  acco u n tin g  p r in c ip le s ,  th e  House
B anking  C om m ittee  d e l e t e d  t h e  la n g u a g e  fro m  a  r e c e n t l y  ap p ro v e d  b i l l  ( s e e  th e  
3 /3 0 /8 7  W ash. R p t.) .  The S u b co m m ittee  on F in a n c i a l  I n s t i t u t i o n s  and  th e  House 
B anking  C om m ittee  a p p ro v ed , on 3 /3 1  and  4 /1 ,  r e s p e c t i v e l y ,  l e g i s l a t i o n  t o  
r e c a p i t a l i z e  th e  f a i l i n g  FSLIC. T h is  m e a su re , H.R. 27, r e t a i n e d  c e r t a i n  
p r o v i s io n s  o f  an  e a r l i e r  b i l l ,  H.R. 1063, r e l a t i n g  t o  c a p i t a l  f o r b e a r a n c e ,  b u t  
d e le te d  language o r ig i n a l ly  in c lu d ed  in  t h a t  b i l l  a llo w in g  f e d e r a l ly  c h a r te re d  o r  
in s u r e d  t h r i f t  i n s t i t u t i o n s  o r  b an k s  t o  a m o r t iz e  o v e r  a  p e r io d  o f  f i v e  t o  t e n  
y e a rs , lo s s e s  r e s u l t in g  from  p o o rly  pe rfo rm in g  lo an s .
In  a  r e la te d  m a tte r , th e  AICPA re c e n t ly  su b m itted  comments t o  S ena te  Banking 
C o m m ittee  C hairm an  W il l ia m  P ro x m ire  (D-WI ) i n d i c a t i n g  c o n c e rn  w i th  a  s i m i l a r  
p r o v i s io n  in  th e  " C o m p e ti t iv e  E q u a l i ty  B anking  A ct o f  1987", S.790. The S e n a te  
b i l l  a llo w s  in su re d  banks whose p rim ary  b u s in e ss  i s  p ro v id in g  a g r ic u l tu r e  lo an s , 
to  am o rtiz e  over a  p e r io d  o f  te n  y ea rs , lo s se s  r e s u l t in g  from  p o o rly  pe rfo rm in g  
lo a n s .  T h is  a p p ro a c h  i s  i n c o n s i s t e n t  w i th  GAAP, t h e  AICPA l e t t e r  s t a t e d ,  and  
would r e s u l t  in  "d if fe re n c e s  betw een f in a n c ia l  s ta te m e n ts  p rep a red  in  accordance 
w i th  g e n e r a l l y  a c c e p te d  a c c o u n tin g  p r i n c i p l e s  and th o se  p rep a red  in  accordance 
w i th  r e g u l a t o r y  a c c o u n tin g  p r a c t i c e s .  I f  a c c o u n t in g  r u l e s  a r e  n o t  u n if o r m ly  
a p p lie d , p u b lic  confidence  in  p u b lish e d  f in a n c ia l  r e p o r ts  i s  weakend. Such a  lo s s  
o f  con fidence  cou ld  have sev e re  re p e rc u ss io n s  in  o u r c a p i t a l  m arkets."  The AICPA 
suggested  t h a t  i f  S. 790 becomes law  as c u r r e n t ly  d ra f te d ,  th e  l e g i s l a t i v e  h i s to r y  
sh o u ld  c l e a r l y  i n d i c a t e  t h a t  su ch  a c c o u n tin g  t r e a t m e n t  i s  t o  b e  u se d  fo r  
re g u la to ry  re p o r t in g  purposes only .
3SPECIAL: GOVERNMENT AUDIT QUALITY TASK FORCE REPORT RELEASED
The "R eport o f  th e  Task F orce on th e  Q u a lity  o f  A u d its  o f  Governm ental U n its"  has
been  re le a s e d  and i s  a v a i la b le  from  th e  AICPA (see th e  2 /16/87  Wash. Rpt. ) .  T h e
T ask  F o rc e  was e s t a b l i s h e d  b e c a u s e  o f  c o n c e rn s  w i th in  th e  p r o f e s s i o n  and among 
p o l ic y m a k e r s  r e s p o n s ib le  f o r  p r o t e c t i n g  th e  p u b l i c 's  i n t e r e s t ,  t h a t  in c r e a s e d  
grow th in  a u d i t  s e rv ic e s  o f  governm ent u n i t s  and in  th e  number o f  f irm s  p erfo rm ing  
such s e rv ic e s  h as  been accom panied w ith  in s ta n c e s  o f  su b stan d ard  perform ance. The 
p rim ary  o b je c t iv e  o f  th e  Task Force was to  develop  a  com prehensive a c t io n  p la n  to  
im prove th e  q u a l i ty  o f  a u d i ts  o f  governm ental u n i t s  and to  r e s to r e  con fidence  in  
th e  i n t e g r i t y  o f  th e  a u d i t  p r o c e s s .  The re c o m m en d a tio n s  o f  t h e  T ask  F o rc e  a r e  
d iv id e d  i n t o  f i v e  a r e a s :  e d u c a t io n ,  en g ag em en t, e v a lu a t io n ,  e n fo rc e m e n t and 
ex ch an g e . The ch an g es  recom m ended i n  th e  r e p o r t ,  a c c o rd in g  t o  th e  T ask  F o rce , 
must be im plem ented by th e  th re e  p a r t i c ip a n ts  in  th e  governm ental a u d i t  p ro c e ss : 
th e  a u d i t o r s ,  t h e  a u d i t e e s ,  and th e  o r g a n iz a t i o n s  t h a t  o v e r s e e  th e  a u d i t o r s  and 
th e  a u d ite e s . A copy o f  th e  r e p o r t  may be o b ta in e d  by c o n ta c tin g  th e  AICPA O rder 
D epartm ent a t  212/575-6426.
SPECIAL: BACKGROUND MATERIAL AND DATA ON PROGRAMS WITHIN TH E JURISDICTION OF TH E WAYS AND 
MEANS COMMITTEE AVAILABLE
The 1987 e d i t io n  o f  "Background M a te r ia l and D ata on Program s w ith in  th e  J u r i s d ic t io n
o f  th e  Ways and Means Committee" i s  now a v a i la b le  from Government b o o k sto res . In  
an n o u n c in g  th e  p u b l i c a t i o n ,  Ways and Means C h airm an  Dan R o s te n k o w sk i (D -IL) 
s t a t e d ,  "T h is  docum ent can  s e r v e  a s  a  u s e f u l  r e s o u r c e  t o  m em bers, s t a f f ,  o th e r  
governm ent o f f i c i a l s ,  th e  g e n e ra l p u b lic  and th e  p u b lic  p o l ic y  community. I t  h as 
p ro v e n  t o  b e  e x tr e m e ly  u s e f u l  th ro u g h o u t  th e  y e a r s  a s  th e  C o m m ittee  c o n s id e re d  
v a r io u s  l e g i s l a t i v e  i s s u e s ."  The r e s o u r c e  book d e s c r ib e s  i n  g r e a t  d e t a i l  th e  
s o c i a l  and  re v e n u e  p ro g ra m s  w i t h i n  th e  j u r i s d i c t i o n  o f  th e  House t a x  w r i t i n g  
com m ittee. The p u b lic a t io n  p ro v id es  a  d e s c r ip t io n  o f  such program s as  th e  O ld-age 
and S u rv iv o rs  In su rance  Program s (OASI), th e  Pension  B e n e fit G uaranty C orpora tion  
(PBGC), S o c ia l  S e c u r i ty  f in a n c in g ,  and t r u s t  fu n d s  w i th in  th e  c o m m it te e 's  
ju r i s d ic t io n .  Summary in fo rm a tio n  i s  a ls o  p rov ided  can F ed e ra l revenues and th e  
U.S. t a x  sy s te m , and in c lu d e s  th e  num ber o f  t a x  r e t u r n s ,  by  ty p e  f i l e d  from  1981 
through 1985, th e  so u rces o f  income re p o r te d  on in d iv id u a l income ta x  re tu rn s  fo r  
1983 and 1984, and th e  d i s t r ib u t io n  o f  ta x  l i a b i l i t y  and income by a d ju s te d  g ro ss  
income c la s s ,  based  on in fo rm a tio n  co n ta in ed  on 1984 ta x  re tu rn s . Copies o f  th e  
p u b lic a t io n  may be o b ta in e d  fo r  $26, a t  Government b o o k sto res  o r  by c a l l in g  th e  
S u p erin ten d en t o f  Documents a t  202/275-3030.
For fu rth e r in form ation contact S h ir ley  Hodgson o r  Joseph P e t ito  a t  202/872-8190.
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